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Employees’  Ret irement & Pension Systems

The Employees’  Ret irement System (establ ished in 1941)  and the

Employees’  Pension System (establ ished in 1980)  combined

account for  more than half  of  al l  State Retirement and Pension

System members.  Active membership in the combined employees’

systems at  the end of  f iscal  year 2004 exceeded 86,000 part ici-

pants.   Membership includes al l  regular employees of  the State

of Maryland.   In addit ion,  135 local  governmental  units have 

voluntari ly  joined the system to provide survivor,  disabi l i ty  and

ret irement benefi ts  for  their  employees.  The governor,  members

of the General  Assembly,  and state correctional  off icers are also

included as members of  the combined employees’  systems.

A C T U A R I A L S E C T I O N
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A C T U A R I A L S E C T I O N

November 18, 2004

Board of Trustees 
State Retirement and Pension

System of Maryland
120 East Baltimore Street
Baltimore, MD  21202

Dear Members of the Board:

At your request, we have conducted our annual actuarial valuation of the State Retirement and Pension System of Maryland as of June 30, 2004.

Funding Objective
The funding objective of the System is to establish contribution rates which, over time, will remain level as a percent of payroll. In order to achieve this, a con-
tribution rate has generally been determined which will provide for current cost (i.e., normal cost expressed as a level percent of payroll) plus (or less) a level
percent of payroll amortization of the pre-2001 unfunded liability (or surplus) to the year 2020, and of each subsequent layer of unfunded liability (or surplus)
over a 25 year period from the year it first arises. Maryland law now contains provisions (i.e. a corridor approach) to prevent large fluctuations in the contribu-
tion rate, while adequately funding the liabilities. As a result, the contribution rate for ERS is lower than the current cost.

Assumptions
The actuarial assumptions were recommended by the actuary and adopted by the Board of Trustees based on a review of the System’s experience completed
during Fiscal Year 2003.

The actuarial assumptions and methods used for this valuation meet the parameters set for disclosure presented in the financial section of the System’s
Comprehensive Annual Financial Report (CAFR) by Governmental Accounting Standards Board Statement No. 25, Financial Reporting for Defined Benefit
Pension Plans and Note Disclosures for Defined Contribution Plans.

The results and conclusions of this report are only valid for the July 1, 2004 plan year and should not be interpreted as applying in future years. Differences
between our projections and actual amounts depend on the extent to which future experience conforms exactly to the assumptions used in this analysis.
Actual amounts will differ from projected amounts to the extent that actual experience deviates from expected experience.

Data Reliance
In performing this analysis we relied on data and other information provided by Agency staff. We performed a limited review of the data for reasonableness
and consistency and have not found material defects in the data. If there are material defects in the data, it is possible that they would be uncovered by a
detailed, systematic review and comparison of the data to search for data values that are questionable or for relationships that are materially inconsistent.
Such a review was beyond the scope of our assignment. If the underlying data or information is inaccurate or incomplete, the results of our analysis may like-
wise be inaccurate or incomplete.

Supporting Schedules
Certain information presented in the System’s June 30, 2004 CAFR was derived from our June 30, 2004 actuarial valuation report. In this regard, we were
responsible for producing all supporting schedules to be found in the Actuarial Section.

Additionally we were responsible for producing all data presented in the Schedule of Funding Progress, Schedule of Employer Contributions and Notes to the
Required Supplementary Information shown in the Financial Section of the 2004 CAFR.

Certification
I, Robert Dezube, am a consulting actuary for Milliman. I am also a member of the American Academy of Actuaries and meet the Qualification Standards to
render the actuarial opinion contained herein. On the basis of the foregoing, I certify that, to the best of my knowledge this report is complete and accurate
and has been prepared in accordance with Maryland’s Annotated Code and generally recognized and accepted actuarial principles and practices which are
consistent with the applicable Guides to Professional Conduct, Amplifying Opinions, and supporting Recommendations and Interpretations of the American
Academy of Actuaries.

Sincerely,

Milliman USA

Robert S. Dezube, F.S.A.
Principal

8000 Towers Crescent Drive, Suite 1000
Vienna, VA  22182-2700
Tel +1 703 917.0143
Fax +1 703 827.9266

CORRSPONDENCE ADDRESS
323 W. Camden St., Ste. 400
Baltimore, MD 21201-2435
Tel +1 410 468.0420
Fax +1 410 468.0423
www.milliman.com
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BOARD SUMMARY

This report presents the results of the June 30, 2004 actuarial valuation
of the State Retirement and Pension System of Maryland (SRPS). The
primary purposes of performing the annual actuarial valuation are to: 

1) determine the contributions to be paid by the State in Fiscal
Year 2006;

2) measure and disclose, as of the valuation date, the financial
condition of the fund;

3) indicate trends in the financial progress of the fund;

4) provide specific information and documentation required
by the Government Accounting Standards Board (GASB).

In this section of the report, we will present a summary of the above
information in the form of:

• the actuary's comments;

• the prior year's experience of the Fund's assets, liabilities, contri-
butions, and membership;

• a series of graphs highlighting key trends experienced by the
Fund; and

• a tabular summary, intended for quick reference purposes, of all
the principal results from this year's valuation, compared to the
prior year's.

AC T U A R Y'S CO M M E N T S

The System’s assets earned 16.5% (a non-weighted actuarial rate of
return) for the year, which is 8.75% above the 7.75% assumption. This
marks the first period of favorable market return (i.e. greater than the
7.75% assumption) since the year ending June 30, 2000. Even though
the market return exceeded the 7.75% assumption, because of the
unfavorable returns of the last few years, the actuarial, or smoothed,
rate of return measured from this past year was only 5.2%, or approx-
imately 2.6% less than our assumption. 

For the System to earn at least 7.75% on an actuarial value basis, the
market value of assets will have to earn returns in the future that are
higher than the actuarial investment return assumption by enough to
offset the unrecognized market losses that have been deferred under
the "5-year averaging" method used to determine the actuarial value
of assets. If future investment results are only sufficient to earn 7.75%
on a market basis, then the deferred market investment losses will
gradually be reflected in actuarial assets which will put upward pres-
sure on the contribution rate. 

The System’s unfunded actuarial liability was $2,841 million as of June
30, 2004. This compares to a $2,343 million unfunded liability meas-
ured as of the June 30, 2003 valuation. In relative terms, the overall
System funding ratio of assets to liabilities fell from 93.3% in 2003, to
92.2% this year. This funded status is still substantially better than
would have been expected when the State first established the goal to
extinguish unfunded liabilities by the year 2020.

The investment loss increased the unfunded actuarial liability by $830
million. This was partially offset by a liability gain of $525 million,
which indicates that actual experience during the year ending June
30, 2004 was more favorable than the non-investment actuarial
assumptions. Thus the total System experienced a net actuarial loss of
$305 million. 

In the 2001 legislative session, the Legislature changed the method
used to fund the two largest Systems of the SRPS, the Teachers
Combined System and the State portion of the Employees Combined
System to a corridor method. Under this funding approach, the State
appropriation is fixed at the June 30, 2000 valuation rate as long as
the actuarial funded status of these Systems remains in a corridor of
90% funded to 110% funded. Once the ratio falls outside of this corri-
dor, the appropriated rate will be adjusted towards the underlying
actuarially calculated rate. This year, for the first time, the State por-
tion of the Employees Combined System (ECS) fell out of the corridor
necessitating an increase in the ECS contribution rate. The Teachers’
Combined System (TCS) is likely to fall out of the corridor next year
absent very favorable investment returns.

The results of this valuation report disclose the actuarially calculated
rate which will be used for purposes of disclosing the Annual
Required Contribution rate under Government Accounting Standards
Board Statement No. 25. The analysis in this report will focus on the
actuarially determined rate but will strive to footnote the appropriated
or budgeted rate where applicable.

Finally, while the results are not on the favorable side this year, we
emphasize again, as we have so often in the past, that financing 
of any retirement system is a long term proposition. Annual fluctua-
tions are to be expected and should not by themselves be cause 
for concern.

The balance of this section summarizes System trends, and provides
the principal details on this year’s experience.

PR I O R YE A R EX P E R I E N C E

ASSETS

Plan assets for this Fund are measured on both a market value and an
actuarial or smoothed value basis. The actuarial smoothing method,
essentially reflects only 20% of the difference between (a) the asset
value if they had earned the assumed rate of 7.75%, and (b) the actu-
al market value. In periods of high returns, this method significantly
defers the amount of asset gains above the assumed return of 7.75%.
Conversely, in periods of returns below assumed, recognition of the
losses is deferred. The primary advantage of this smoothing technique
is contribution stability. The System does not feel the full impact of
lower (or higher) costs when asset values fluctuate dramatically.
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For the plan year ending June 30, 2004, the Fund earned a positive
16.5% on a market value basis and a positive 5.2% on a smoothed
basis. While on a market basis, the Fund experienced an investment
gain of $2,299 million, the actuarial or smoothed basis grew by less
than 7.75% which produced a loss of $830 million. The specific
changes between the prior year amounts and this year's are presented
below.

LIABILITIES

Three different measures of liabilities are calculated for this fund: a
total value of future obligations (PVB), an actuarial liability (EAN), and
an accrued benefit liability (PVAB). Section III of this report describes
the development of each. Only the actuarial liability is analyzed in
terms of a gain or loss experience, which then is used to determine
the System’s funding and accounting (GASB) disclosures. During the
plan year ending in 2004, the actuarial liabilities experienced an over-
all gain of $525 million, which is 1.45% of the total actuarial liability
being measured. The primary cause for liability experience being bet-
ter than anticipated this past year was annual salary increases being
less than anticipated.

UNFUNDED LIABILITIES AND FUNDING RATIOS

The difference between assets and liabilities is the unfunded liability.
This is measured in two ways: unfunded actuarial liabilities, which
compare the actuarial liabilities to the actuarial asset value, and
unfunded accrued benefits, which compare the present value of bene-
fits accrued as of the valuation date to the market value of assets. These
amounts are shown for June 30, 2003 and June 30, 2004, as well as the
corresponding funding ratios for each (assets divided by liabilities).

CONTRIBUTIONS

In this summary, we present overall the State contribution rate, and
compare it to the rate developed in the June 30, 2003 actuarial valua-
tion. In summary, due to the net impact of investment losses and lia-
bility gains, the overall System contribution requirement, payable in
FY 2006 on the GASB disclosure basis, has increased by 0.45% of
payroll. It is important to note that this is not the contribution rate
upon which the State will base its budget in either FY 2005 or FY
2006. This analysis compares the underlying cost calculations which
will be used to disclose the State’s pension expense for GASB report-
ing purposes. The actual appropriations are calculated on a Corridor
Funding Method for the two largest plans. This approach produced
payroll-weighted averages of 7.97% at June 30, 2003, increasing to
8.46% as of June 30, 2004.

In terms of dollar amounts under the budget (corridor method), the
estimated State contribution increases were as follows:

• $28.1 million because the Employees’ System funding ratio
dropped below 90%, causing the contribution rate to increase
from 4.73% to 5.76% of payroll pursuant to the corridor method

• $7.7 million to reflect the value of automatic 50% surviving
spouse annuities for retired members that was not reflected in
prior years’ costs for the State Police, Judges, and LEOPS
Systems

• $2.1 million due to payroll growth

• $2.2 million due to the recognition of market losses from prior
years under the actuarial value of assets methodology for the
State Police, Judges, and LEOPS Systems.

The estimated State contribution decreased by approximately $1.2 mil-
lion due to other factors.

Item (In Millions) Market Value Actuarial Value

June 30, 2003 value $26,648 $32,631
June 30, 2003 Municipal Withdrawals (0) (0)
Employer Contributions 632 632
Member Contributions 204 204
Benefit Payments (1,651) (1,651)
Expected Investment Earnings (7.75%) 2,035 2,499
Expected Value June 30, 2004 $27,868 $34,315
INVESTMENT GAIN (LOSS) 2,299 (830)
June 30, 2004 value $30,167 $33,485

LIABILITIES (In Millions)

June 30, 2003

June 30, 2004

Total Value
(PVB)

$42,549

$43,716

Actuarial
(EAN)

$34,975

$36,326

Accounting
(PVAB)

$29,010

$30,400

Item (In Millions) Actuarial PVAB
6/30/2003 Net Surplus (Unfunded) $2,343 $2,362

Funding Ratio 93.3% 91.9%
6/30/2004 Net Surplus (Unfunded) $2,841 $233

Funding Ratio 92.2% 99.2%

Rate as Percent of Covered Payroll – GASB Disclosure

June 30, 2003 State Annual Required Contribution Rate 9.97%
Increase due to Assumption Changes 0%
Increase due to Investment Loss 0.89%
Decrease due to Liability Gain (0.44%)
June 30, 2004 State Annual Required Contribution Rate 10.42%

Rate as Percent of Covered Payroll – Budget (Corridor Method)

June 30, 2003 State Appropriation Rate 7.97%
Increase due to Shift in Payroll 0.01%
Increase in Systems not within the Corridor 0.12%
Increase due to ECS falling out of Corridor 0.36%
June 30, 2004 State Appropriation Rate 8.46%
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MEMBERSHIP

There are four types of plan participants: current active workers, 
previous terminations who retain a right to a deferred vested benefit,
previous terminations who are not vested but have member contri-
butions in the System (inactives), and participants in pay status.
Below, we compare totals in each group between June 30, 2003 
and 2004.

Active Participants
Terminated Vested 

Participants
Inactive Participants
Participants In Pay Status

Total Participants

185,861
36,523

10,388
94,880

327,652

190,021
35,302

10,271
90,803

326,937

June 30, 2004 June 30, 2003 Change

(0.1%)
14.9%

(24.6%)
3.9%

1.4%

Trends

One of the best ways to measure or evaluate the financial condition of a pension plan, is to examine the historical trends that are evolv-
ing. Below, we present three charts which present trend information from 1993 through the end of 2004, on the System’s assets and lia-
bilities, annual cash flows in and out of the fund, and the State contribution rate. Our comments on each follow. 

As shown below, there was an overall increase in participation during
the year of 0.4%.

Chart A:
Assets/Liabilities

Chart B:
Cash Flows

Chart C:
State Contribution
Rate
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ACTUARIAL METHODS AND ASSUMPTIONS
FU N D I N G ME T H O D

The System uses the entry age normal cost method with projec-
tion to determine the actuarial accrued liability on which future
employer contribution rates will be based. Under this funding
method, a total contribution rate is determined which consists of
two elements, the normal cost rate and the unfunded actuarial lia-
bility rate.

The unfunded actuarial accrued liability (UAAL) is being amor-
tized, as a level percentage of payroll, in two distinct pieces. The
UAAL which existed as of the June 30, 2000 actuarial valuation is
being amortized over the remaining 16-year period to June 30,
2020. Each new layer of UAAL arising subsequent to June 30,
2000 is being amortized over a 25 year period. The equivalent sin-
gle amortization period is 30 years.

AS S E T VA L U AT I O N ME T H O D

Assets are valued for funding purposes using a five-year moving
average. Under this method, the year end actuarial asset value
equals 1/5 of the current fiscal year end fair value, as reported in
the financial statements, plus 4/5 of the "expected market value ".
For purposes of this calculation, the "expected market value" is
the preceding fiscal year’s actuarial asset value, adjusted for the
current fiscal year’s cash flows with interest accumulated at the
actuarial assumed rate of return on investments.

AC T U A R I A L AS S U M P T I O N S

The assumptions used for the actuarial valuation were recom-
mended by the System’s independent actuary, based upon period-
ic analyses of the System’s experience, and adopted by the Board
of Trustees. Differences between assumed and actuarial experi-
ence (i.e., actuarial gains and losses) are part of the unfunded
actuarial liability. The following significant assumptions were used
in the actuarial valuation as of June 30, 2004:

• a rate of return on investments of 7.75 percent compounded
annually (adopted June 30, 2003);

• projected salary increases of 4 percent compounded annually,
attributable to inflation (adopted June 30, 2003);

• additional projected salary increases ranging from 0.00 percent
to 11.96 percent per year attributable to seniority and merit
(adopted June 30, 2003);

• post-retirement benefit increases ranging from 3 percent to 4
percent per year depending on the system (adopted June 30,
2003);

• rates of mortality, termination of service, disablement and retire-
ment based on actual experience during the period from 1981
through 2002 (adopted June 30, 2003); and

• an increase in the aggregate active member payroll of 4 percent
annually (adopted June 30, 2003).

Comments

Chart A places into perspective the aforementioned investment
and liability performance losses of this past year. The ratio of
actuarial assets to liabilities (i.e., funding ratio) has grown since
the early 1980’s. The unfavorable investment experience from
2000 through 2003 has eroded the funded ratio from its peak in
2000.

Chart B presents an emerging trend that will have investment
implications. It is a trend being faced by many state-wide retire-
ment systems, with the aging of our baby boomer generations.
Payments to retirees are on the increase, while cash into the fund,
from employer and employee contributions, is stable or declining.
The ECS contribution rate will start increasing in FY 2006 and it is

likely that the TCS contribution rate will also start to increase in
FY 2007 under the corridor method.

Finally, Chart C, looks only at the State contribution rate which is
used each year to determine the upcoming fiscal year State appro-
priation. It shows the impact of the past decade’s sustained invest-
ment gains, a continuous lowering of the rate until 2000. Effective
with the 2001 valuation, the State appropriations are performed
under a corridor funding method for the two largest plans. The
appropriation remained essentially level for a few years before
increasing this year. In the absence of favorable investment
and/or demographic experience, the contribution rates can be
expected to increase to the level indicated if the corridor method
had not been adopted. Without the corridor method, the State
contribution in FY 2006 would be 1.96% of payroll higher than
the amount to be budgeted under the corridor method. 
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2004 2003

A. FASB #35 basis

1. Present value of benefits accrued to date:
a. Members currently receiving payments $18,347,530,077 $16,851,546,911
b. Former vested members 694,371,447 721,570,911
c. Active members 11,357,661,070 11,436,792,752

2. Total present value of accrued benefits (1 (a) + 1 (b) + 1 (c)) 30,399,562,594 29,009,910,574

3. Assets at market value 30,166,724,000 26,727,822,000

4. Unfunded value of accrued benefits (2-3) $   232,838,594 $ 2,232,088,574

5. Ratio of assets to value of benefits (3/2) 99.23% 92.13%

B. GASB #25 basis

1. Actuarial accrued liabilities for retirees and beneficiaries currently 
receiving benefits and terminated employees not yet receiving benefits $19,041,901,524 $17,573,117,822

2. Actuarial accrued liabilities for current employees 17,283,802,541 17,401,483,044

3. Total actuarial accrued liability (1+2) 36,325,704,065 34,974,600,866

4. Net actuarial assets available for benefits 33,484,656,570 32,631,464,884

5. Unfunded actuarial accrued liability (3-4) $ 2,841,047,495 $ 2,343,135,982

ACCOUNTING STATEMENT INFORMATION
THE TOTAL SYSTEMS OF THE STATE OF MARYLAND
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Actuarial Liabilities For

Valuation Active Retirees, Active Members Actuarial
Date Member Term Vested Employer Fin. Total Value of

June 30, Contributions and Inactives Portion Liabilities Assets

1995 $ 1,503,414,664 $ 10,622,091,333 $ 10,967,030,922 $ 23,092,536,919 $ 17,666,581,953

1996 1,538,891,321 11,552,405,340 11,149,586,097 24,240,882,758 19,455,279,738

1997 1,502,991,713 12,714,514,210 11,165,702,737 25,383,208,660 21,920,695,723

1998 1,505,629,954 12,866,065,299 13,045,239,668 27,416,934,921 24,850,355,227

1999 1,580,530,209 13,583,779,499 13,311,070,338 28,475,380,046 27,646,578,997

2000 1,662,397,147 14,636,664,952 13,980,804,631 30,279,866,730 30,649,380,445

2001 1,752,989,299 15,939,733,140 14,777,219,354 32,469,941,793 31,914,778,425

2002 1,858,783,727 16,783,959,580 15,488,540,705 34,131,284,012 32,323,263,153

2003 1,973,371,055 17,573,117,822 15,428,111,989 34,974,600,866 32,631,464,884

2004 2,064,065,193 19,041,901,524 15,219,737,348 36,325,704,065 33,484,656,570

Summary of  Unfunded Actuarial

Summary of  Ret irees and Beneficiaries Added to and Removed from Rol ls

Fiscal Added to Rolls Removed from Rolls Rolls-End of Year % Increase Average 
Year Annual Annual Annual in Annual Annual

Ended Number Allowance Number Allowances Number Allowances Allowances Allowance

1995 4,839 $43,915,820 2,143 $10,702,372 64,594 $827,273,808 7.10% $12,807
1996 4,784 47,649,016 2,316 11,930,488 67,062 901,855,498 9.02 13,448
1997 7,157 119,374,380 2,731 33,641,211 71,488 987,588,667 9.51 13,815
1998 5,217 90,497,436 2,366 30,768,198 74,339 1,047,317,905 6.05 14,088
1999 5,514 93,034,053 2,375 30,628,858 77,478 1,109,723,100 5.96 14,323
2000 5,758 115,003,079 2,463 31,450,868 80,773 1,211,400,269 7.41 14,998
2001 6,071 145,073,765 2,659 34,172,397 84,185 1,322,301,637 9.15 15,708
2002 5,925 107,545,768 2,743 36,803,883 87,367 1,393,043,522 5.35 15,945
2003 6,216 123,497,444 2,780 38,449,020 90,803 1,478,091,946 6.11 16,278
2004 6,822 152,664,871 2,745 38,223,588 94,880 1,592,533,229 7.74 16,785
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Liabi l i t ies /  Solvency Test

Ratio of Assets to Actuarial Liabilities
Unfunded

Active Retirees Active Members Funded Ratio Actuarial UAAL as %
Member Term Vested Employer Fin. (Assets/Liab. Accrued Liability Covered of Covered

Contributions and Inactives Portion Coverage) (UAAL) Payroll Payroll

100 % 100 % 50.52 % 76.50 % $ 5,425,954,966 $ 5,532,149,777 98 %

100 100 57.08 80.26 4,785,603,020 5,640,833,581 85

100 100 68.99 86.36 3,462,512,937 5,657,384,942 61

100 100 80.33 90.64 2,566,579,694 5,900,456,000 43

100 100 93.77 97.09 828,801,049 6,312,417,000 13

100 100 102.64 101.22 (369,513,715) 6,725,870,000 (5)

100 100 96.24 98.29 555,163,368 7,255,036,000 8

100 100 88.33 94.70 1,808,020,859 7,867,794,200 23

100 100 84.81 93.30 2,343,135,982 8,134,419,291 29

100 100 81.33 92.18 2,841,047,495 8,069,480,852 35

Statement of  Changes in Total  Actuarial
Present Value of  Al l  Accrued Benefi ts

(Expressed in Millions)

Accumulated Benefit
Obligation (FASB 35)

Actuarial present value of accrued benefits at June 30, 2003 $29,010

Increase (decrease) during year attributable to:

Passage of Time 2,186

Benefits Paid – FY 2004 (1,651)

Benefits Accrued, Other Gains/Losses 855

Plan Amendment & Changes in Actuarial Assumptions 0

Net Increase 1,390

Actuarial present value of accrued benefits at June 30, 2004 $30,400
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Report  of  the Actuary on the Valuation of  the
State Retirement and Pension System of  Maryland

as of June 30, 2004

Summary of Principal Results

June 30, 2004 June 30, 2003 % Change

1.  Participant Data

Number of:
Active Members 185,861 190,021 (2.2)%
Retired Members and Beneficiaries 94,880 90,803 4.5
Vested Deferred Members 36,523 35,302 3.5
Inactive Status Members 10,388 10,271 1.1

Total Participants 327,652 326,397 0.4

Covered Annual Salaries of Active Members* $ 8,069,480,852 $ 8,134,419,291 (0.8)
Annual Retirement Allowances for

Retired Members and Beneficiaries $ 1,592,533,229 $ 1,478,091,946 7.7

2. Assets and Liabilities
Total Actuarial Liability $36,325,704,065 $34,974,600,866 3.9
Assets for Valuation Purposes 33,484,656,570 32,631,464,884 2.6

Unfunded Actuarial Liability (Surplus) $2,841,047,495 $ 2,343,135,982 21.2

FASB Accrued Liability $30,399,562,594 $29,009,910,574 4.8
Market Value of Assets 30,166,724,000 26,727,822,000 12.9

Unfunded FASB Accrued Liability (Surplus) $   232,838,594 $ 2,282,088,574 (89.8)

*  Does not include members of State Police and LEOPS who have elected the DROP.



6 7C o m p r e h e n s i v e  A n n u a l  F i n a n c i a l  R e p o r t  2 0 0 4

A C T U A R I A L S E C T I O N

Report  of  the Actuary on the Twenty-f i f th Annual  Valuat ion of  the
Teachers’  Combined System of  the State of  Maryland

as of June 30, 2004

Summary of Principal Results

June 30, 2004 June 30, 2003 % Change

1.  Participant Data

Number of:
Active Members 95,962 97,298 (1.4)%
Retired Members and Beneficiaries 45,691 43,675 4.6
Vested Deferred Members 14,379 13,642 5.4
Inactive Status Members 5,426 5,219 4.0

Total Participants 161,458 159,834 1.0

Covered Annual Salaries of Active Members $ 4,543,443,669 $ 4,522,202,402 0.5
Annual Retirement Allowances for

Retired Members and Beneficiaries $ 973,734,838 $ 907,422,987 7.3

2. Assets and Liabilities
Total Actuarial Liability $21,724,178,194 $21,152,062,565 2.7
Assets for Valuation Purposes 20,155,414,671 19,626,676,057 2.7

Unfunded Actuarial Liability (Surplus) $ 1,568,763,523 $ 1,525,386,508 2.8

FASB Accrued Liability $18,286,822,230 $17,671,561,409 3.5
Market Value of Assets 18,187,297,200 16,108,367,651 12.9

Unfunded FASB Accrued Liability (Surplus) $ 99,525,030 $ 1,563,193,758 (93.6)
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A C T U A R I A L S E C T I O N

Report  of  the Actuary on the Twenty-f i f th Annual  Valuat ion of  the
Employees’  Combined System of  the State of  Maryland

as of June 30, 2004

Summary of Principal Results

June 30, 2004 June 30, 2003 % Change

1.  Participant Data

Number of:
Active Members 86,444 89,286 (3.2)%
Retired Members and Beneficiaries 46,472 44,591 4.2
Vested Deferred Members 22,065 21,593 2.2
Inactive Status Members 4,872 4,968 (1.9)

Total Participants 159,853 160,438 0.4

Covered Annual Salaries of Active Members $ 3,337,542,706 $ 3,424,054,274 (2.5)
Annual Retirement Allowances for

Retired Members and Beneficiaries $523,078,287 $ 483,702,850 8.1

2. Assets and Liabilities
Total Actuarial Liability $12,621,578,337 $12,083,197,248 4.5
Assets for Valuation Purposes 11,514,654,915 11,244,007,832 2.4

Unfunded Actuarial Liability (Surplus) $ 1,106,923,422 $ 839,189,416 31.9

FASB Accrued Liability $10,266,563,919 $ 9,728,910,255 5.5
Market Value of Assets 10,395,821,867 9,156,181,278 13.5

Unfunded FASB Accrued Liability (Surplus) $  (129,257,948) $ 572,728,977 (122.6)
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A C T U A R I A L S E C T I O N

Report  of  the Actuary on the Fi f ty-f i f th Annual  Valuat ion of  the
State Pol ice Retirement System of  the State of  Maryland

as of June 30, 2004

Summary of Principal Results

June 30, 2004 June 30, 2003 % Change

1.  Participant Data

Number of:
Active Members 1,445 1,542 (6.3)%
Retired Members and Beneficiaries 1,790 1,695 5.6
Vested Deferred Members 29 28 3.6
Inactive Status Members 15 13 15.4

Total Participants 3,279 3,278 0.0

Covered Annual Salaries of Active Members* $    76,444,973 $    80,838,519 (5.4)
Annual Retirement Allowances for

Retired Members and Beneficiaries $    62,331,011 $    56,691,315 10.0

2. Assets and Liabilities
Total Actuarial Liability $1,200,604,840 $1,062,383,238 13.0
Assets for Valuation Purposes 1,287,981,246 1,285,200,743 0.2

Unfunded Actuarial Liability (Surplus) $ (87,376,406) $ (222,817,505) 60.8

FASB Accrued Liability $1,128,130,884 $  986,821,179 14.3
Market Value of Assets 1,112,668,245 996,338,671 11.7

Unfunded FASB Accrued Liability (Surplus) $   15,462,639 $   (9,517,492) 262.5

* Does not include members who elected DROP.
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A C T U A R I A L S E C T I O N

Report  of  the Actuary on the Twenty-f i f th Annual  Valuat ion of  the
Pension Plan of  Judges and Their  Surviving Spouses

as of June 30, 2004

Summary of Principal Results

June 30, 2004 June 30, 2003 % Change

1.  Participant Data

Number of:
Active Members 283 287 (1.4)%
Retired Members and Beneficiaries 309 306 1.0
Vested Deferred Members 10 10 0.0
Inactive Status Members 4 3 33.3

Total Participants 606 606 0.0

Covered Annual Salaries of Active Members $ 32,937,016 $ 33,168,859 (0.7)
Annual Retirement Allowances for

Retired Members and Beneficiaries $ 17,539,241 $ 17,171,254 2.1

2. Assets and Liabilities
Total Actuarial Liability $312,285,089 $279,008,117 11.9
Assets for Valuation Purposes 250,272,253 240,207,561 4.2

Unfunded Actuarial Liability (Surplus) $ 62,012,836 $ 38,800,556 59.8

FASB Accrued Liability $297,860,265 $265,105,527 12.4
Market Value of Assets 223,735,442 193,773,533 15.5

Unfunded FASB Accrued Liability (Surplus) $ 74,124,823 $ 71,331,994 3.9
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A C T U A R I A L S E C T I O N

Report  of  the Actuary on the Fourteenth Annual  Valuat ion of  the
Law Enforcement Off icers’  Pension System of  the State of  Maryland

as of June 30, 2004

Summary of Principal Results

June 30, 2004 June 30, 2003 % Change

1.  Participant Data

Number of:
Active Members 1,675 1,481 13.1%
Retired Members and Beneficiaries 581 503 15.5
Vested Deferred Members 25 18 38.9
Inactive Status Members 56 44 27.3

Total Participants 2,337 2,046 14.2

Covered Annual Salaries of Active Members* $ 77,369,072 $ 69,469,540 11.4
Annual Retirement Allowances for

Retired Members and Beneficiaries $ 15,155,236 $ 12,479,011 21.5

2. Assets and Liabilities
Total Actuarial Liability $454,814,985 $382,287,032 19.0
Assets for Valuation Purposes 271,586,578 225,111,179 20.6

Unfunded Actuarial Liability (Surplus) $183,228,407 $157,175,853 16.6

FASB Accrued Liability $408,003,847 $342,486,608 19.1
Market Value of Assets 242,747,153 184,658,278 31.5

Unfunded FASB Accrued Liability (Surplus) $165,256,694 $157,828,330 4.7

* Does not include members who elected DROP.
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A C T U A R I A L S E C T I O N

Report  of  the Actuary on the Thirteeneth Annual  Valuat ion of  the
Local  F ire and Pol ice System of  the State of  Maryland

as of June 30, 2004

Summary of Principal Results

June 30, 2004 June 30, 2003 % Change

1.  Participant Data

Number of:
Active Members 52 127 (59.1)%
Retired Members and Beneficiaries 37 33 12.1
Vested Deferred Members 15 11 36.4
Inactive Status Members 15 24 (37.5)

Total Participants 119 195 (39.0)

Covered Annual Salaries of Active Members $   1,743,416 $   4,685,697 (62.8)
Annual Retirement Allowances for

Retired Members and Beneficiaries $ 694,616 $  624,529 11.2

2. Assets and Liabilities
Total Actuarial Liability $ 12,242,620 $  15,662,666 (21.8)
Assets for Valuation Purposes 4,746,907 10,261,512 (53.7)

Unfunded Actuarial Liability (Surplus) $   7,495,713 $   5,401,154 38.8

FASB Accrued Liability $ 12,181,449 $  15,025,596 (18.9)
Market Value of Assets 4,453,548 8,787,437 (49.3)

Unfunded FASB Accrued Liability (Surplus) $ 7,727,901 $   6,238,159 23.9
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A C T U A R I A L S E C T I O N

SCHEDULE OF ACTIVE MEMBERSHIP VALUATION DATA BY PLAN

Teachers’ Retirement

Valuation Date Annual % Increase
As of June 30, Number Annual Payroll Average Pay Avg. Pay

1995 18,011 $ 877,613,890 $ 48,727 5.05%
1996 16,850 843,710,972 50,072 2.76
1997 15,619 799,096,847 51,162 2.18
1998 14,346 760,092,729 52,983 3.56
1999 13,043 719,046,552 55,129 4.05
2000 11,634 671,990,806 57,761 4.77
2001 10,396 638,864,807 61,453 6.39
2002 9,270 604,172,528 65,175 6.06
2003 8,199 555,522,563 67,755 3.96
2004 7,197 502,487,678 69,819 3.05

Teachers’ Pension

Valuation Date Annual % Increase
As of June 30, Number Annual Payroll Average Pay Avg. Pay

1995 61,749 $ 2,108,777,126 $ 34,151 4.00%
1996 63,818 2,221,492,064 34,810 1.93
1997 66,978 2,352,121,326 35,118 0.88
1998 71,435 2,559,167,548 35,825 2.01
1999 75,578 2,831,567,375 37,465 4.58
2000 79,297 3,057,854,648 38,562 2.93
2001 82,901 3,355,335,942 40,474 4.96
2002 87,086 3,718,881,395 42,704 5.51
2003 89,099 3,966,679,839 44,520 4.25
2004 88,765 4,113,119,415 46,337 4.08

Employees’ Retirement

Valuation Date Annual % Increase
As of June 30, Number Annual Payroll Average Pay Avg. Pay

1995 15,306 $ 491,241,364 $ 32,095 3.62%
1996 14,850 490,784,260 33,049 2.97
1997 13,469 445,726,994 33,093 0.13
1998 13,149 439,012,253 33,388 0.89
1999 12,657 436,772,178 34,508 3.35
2000 12,213 444,062,220 36,360 5.37
2001 11,962 457,899,607 38,280 5.28
2002 11,722 470,462,717 40,135 4.85
2003 11,347 462,088,968 40,723 1.47
2004 10,489 438,455,277 41,801 2.65
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A C T U A R I A L S E C T I O N

SCHEDULE OF ACTIVE MEMBERSHIP VALUATION DATA BY PLAN
(continued)

Employees’ Pension

Valuation Date Annual % Increase
As of June 30, Number Annual Payroll Average Pay Avg. Pay

1995 71,328 $ 1,955,054,635 $ 27,409 3.91%
1996 70,215 1,984,030,014 28,257 3.09
1997 68,195 1,953,776,617 28,650 1.39
1998 68,893 2,009,173,639 29,164 1.79
1999 70,426 2,176,887,154 30,910 5.99
2000 73,212 2,385,187,733 32,579 5.40
2001 76,024 2,626,959,051 34,554 6.06
2002 78,584 2,886,208,074 36,728 6.29
2003 77,939 2,961,965,306 38,004 3.47
2004 75,955 2,964,093,317 39,024 2.68

Judges’ Retirement

Valuation Date Annual % Increase
As of June 30, Number Annual Payroll Average Pay Avg. Pay

1995 260 $ 23,063,700 $ 88,707 3.35%
1996 264 23,917,131 90,595 2.13
1997 268 25,007,240 93,311 3.00
1998 273 25,552,537 93,599 0.31
1999 283 29,576,854 104,512 11.66
2000 283 30,146,837 106,526 1.93
2001 281 30,554,439 108,735 2.07
2002 281 31,824,096 113,253 4.16
2003 287 33,168,859 115,571 2.05
2004 283 33,149,832 117,137 1.36

State Police Retirement

Valuation Date Annual % Increase
As of June 30, Number Annual Payroll Average Pay Avg. Pay

1995 1,577 $ 60,677,175 $ 38,476 3.13%
1996 1,544 60,823,269 39,393 2.38
1997 1,588 62,936,492 39,633 0.61
1998 1,635 70,663,067 43,219 9.05
1999 1,647 75,601,750 45,903 6.21
2000 1,636 79,388,246 48,526 5.71
2001 1,578 79,382,508 50,306 3.67
2002 1,589 81,141,520 52,323 4.01
2003 1,542 80,838,519 52,424 0.19
2004 1,445 77,531,613 53,655 2.35
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A C T U A R I A L S E C T I O N

SCHEDULE OF ACTIVE MEMBERSHIP VALUATION DATA BY PLAN
(continued)

Law Enforcement Officers’ Pension

Valuation Date Annual % Increase
As of June 30, Number Annual Payroll Average Pay Avg. Pay

1995 301 $ 11,368,811 $ 37,770 2.80%
1996 294 11,645,942 39,612 4.88
1997 317 12,904,416 40,708 2.77
1998 755 30,511,663 40,413 (0.72)
1999 862 36,435,243 42,268 4.59
2000 1,130 50,301,859 44,515 5.32
2001 1,318 60,438,291 45,856 3.01
2002 1,410 65,915,519 46,748 1.95
2003 1,481 69,469,540 46,907 0.34
2004 1,675 78,628,672 46,942 0.07

Local Fire and Police

Valuation Date Annual % Increase
As of June 30, Number Annual Payroll Average Pay Avg. Pay

1995 134 $ 4,353,076 $ 32,486 4.67%
1996 133 4,429,929 33,308 2.53
1997 168 5,815,010 34,613 3.92
1998 177 6,287,842 35,525 2.63
1999 178 6,529,920 36,685 3.27
2000 184 6,937,750 37,705 2.78
2001 140 5,600,965 40,007 6.11
2002 181 7,188,351 39,715 (0.73)
2003 127 4,685,697 36,895 (7.10)
2004 52 1,782,520 34,279 (7.09)




